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MARICOPA ASSOCIATION OF GOVERNMENTS
REGIONAL AFFORDABLE HOUSING ASSESSMENT:
EXECUTIVE SUMMARY

REPORT PURPOSE AND FRAMEWORK

The MAG Regional Affordable Housing Assessment is a component of the Growing
Smarter Implementation (GSI) Project. Selected as a pbp priority by a MAG Planners
Working Group, new state law (ARS 9-461.05) calls for the preparation of housing and
conservation elements by communities over 50,000 in population. This report offers
members a regional perspective on the status of affordable housing and neighborhood
revitalization in Maricopa County and advances a regional agenda. It focuses on
housing and neighborhood revitalization for low-income households, a large target
audience of the new planning statute but not the exclusive one. A companion report
entitted, MAG Housing Working Paper, addresses land use planning mechanisms that
can be used by local governments to promote a balanced supply of all housing types in
terms of numbers and location throughout the region.

The need for affordable housing in the Valley is a byproduct of poverty or derived from a
break in the social services ‘safety net’ that is often, but not always, reflected in the
market through a mismatch of housing supply and demand. The affordable housing story
is about the ever-present need to address the root causes of poverty, revitalize and
conserve our neighborhoods, and help those with nowhere else to turn. It's a story
about how helping the less fortunate and strengthening our neighborhoods offers a solid
return on investment to the community at large and ultimately comes back to us all. The
affordable housing industry touches many kinds of people and examples include:
battered women forced out of their homes by domestic violence; female-headed
households living in substandard dwellings on the wages of unskilled service workers;
‘wanna be’ first-time homebuyers with limited credit and down-payment resources
angling for a break; and, homeless persons sleeping on the streets and decompensating
as we speak. Poor people live in bad neighborhoods. The schools are challenged, the
amenities are lacking, the crime is rampant and the code violations abundant. It's no
secret; it's been this way for years.

The core issue in providing housing for low-income people is about money and
strategically investing available resources to elicit desired results. It's about flexible, new
funding for MAG members to supplement scarce resources, as well as enhancing
funding reliability and equity for members to chart their own course, launch local
initiatives and add more local funds to the mix. It's about preserving the ability of local
governments to flexibly implement land use and development regulations/fees in a way
that can stimulate priority affordable housing production and arrest neighborhood decay,
as well as advance community economic development and redevelopment objectives.

OVERVIEW OF KEY REPORT RESEARCH FINDINGS

» It is estimated that between 235,000 - 284,000 households are currently
experiencing housing problems and thus evidencing need, representing from 20
to 24 percent of all households in the Valley. Need by community is presented in
the following exhibit.

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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PERCENT OF COMMUNITY HOUSEHOLDS IN NEED, 2000
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» Dwelling units ‘at risk’ of being substandard in Maricopa County are highlighted
below:

o Up to 42,824 single-family dwellings built between 1955 to 1960 (on average)
with a full cash value per square foot ranging from $13 to $38.

o Up to 16,195 condominium/townhome units with an average construction
year of 1974 and full cash value per square foot ranging from $12 to $20.

a Up to 1,858 multiple-family properties with an average construction year of
1960 and full cash value per square foot at less than $17.

o Phoenix and Glendale continually indicated the highest incidence of dwellings
‘at risk’ of being substandard within their corporate limits.

» On average, approximately 29% of the county single-family and
townhome/condominium housing stock is affordable to persons earning up to
80% of the county median family income. This inventory is heavily concentrated
(85%) in Phoenix, Glendale, Mesa and unincorporated Maricopa County.

» Supported by statistical correlations generated by the ASU Center for Business
Research, neighborhood distress is spatially depicted on the following Map.

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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Poverty Rate By Tract, 1995
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A major swathe of distress is emerging from southern Glendale running southeast to
south and central Phoenix, while pockets of distress were evident in selected central
Phoenix neighborhoods and in many other Valley communities, often in close proximity
to older downtown areas. Distress was also evident in Phoenix along the F17 corridor
and in limited pockets in North Phoenix.

» The number of Hispanics in Maricopa County grew by 121% from 1990 to 2000.
The reasons for the growth of the Hispanic population were: (1) higher fertility
rates resulting in accelerated natural increase; (2) an influx of new immigrants
from Mexico and other parts of Latin America; and, (3) the in-migration of Latinos
from other states lured to Maricopa County. Since Hispanics are twice as likely
to be under age 14 than Anglos, there are broad implications for faster growth of
the minority population in the future as children move into adulthood and fertility
themselves. These factors are reinforced by the much greater percentage of
Anglos to constitute the elderly population cohorts.

» According to the Arizona Republic, ‘Planning br the changing demographics’,
“given the Latinos traditional desire to settle near family and friends, housing will
need to focus on more infill residential development and affordable housing that
accommodate larger families”.

» The Immigration and Naturalization Service (INS) estimated that 5 million people
were residing in the country illegally in October 1996. An estimated 115,000 were
living in Arizona, 2.3 percent of the national total. This figure is growing. Of the
total deportable aliens in the U.S., the Tucson Border Patrol sector 's share rose
from 6 percent in 1991 and 1992 to 20 percent in 1996 and 1997; the numeric
gain was from 60,000 to 300,000.

» Since 1990, the affordability of resale dwellings has remained about the
same...households earning the median income can generally afford the median

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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price of dwellings sold in the Valley. Steep increases in home values have
generally been counteracted by extensive reductions in mortgage interest rates.

» From 1991 - 2000, rent levels (for projects greater than 100 units in size) have
grown by 57% compared with a 26% hike in median income, thereby eroding
affordability for renters by about 40%. The removal of major tax advantages to
income property under the 1986 U.S. tax act coupled with reductions in
borrowing rates have not caused any affordable rental housing production in the
Valley that has not been subsidized. Thus, rental rates continue to rise and
vacancy rates remain tight. This continues to wreak havoc on lower income
consumers, especially the most vulnerable.

» High crime rates, unemployment, low wage rates and household income,
incidence of non-conforming land-uses, substandard dwellings/structures and
code violations, poor student test scores and lacking public amenities and social
support services, etc. are characteristic of conditions in distressed neighborhood
areas throughout the Valley.

MAG _REGIONAL AGENDA TO AFFORDABLE HOUSING NEED AND
NEIGHBORHOOD DISTRESS

Issue 1: Increase The Valley Funding Volume

v _Explore Authorization of A Valley-wide HousingTrust Fund - Consider
financing the Housing Trust Fund through sources that include but are not limited
to: (1) a modest surcharge on all residential building permits issued that is
indexed to the value of the permit issued; and/or, (2) a modest fee on all residential
deeds recorded during a given year. Allocate such funds through a ‘fair-share’
formula replete with minimum distress thresholds and emphasis for jurisdictions
with high distress.

v Alterations to Commercial Governmental Lease Excise Tax - Raise incentive
opportunities available for residential rental properties under ARS 42-6209.

v Increase The Private Activity Bond Allocation For Multi-Family Development
pursuant to HB 2390.

v Secure Funding For The Arizona Neighborhood Preservation and
Improvement Commission

v/ Community Reinvestment Financing — In cooperation with the Governor’s Office,

pursue the enactment of community reinvestment financing aka tax increment
financing.

v Affirm Non-Profit Tax Exemptions Under State Law.

v Secure Adeguate State Funding For The Mental Health and Correctional
System.

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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v IDA Surplus Revenues - In concert with IDAs, pursue written agreements that
establish public purpose parameters for the investment of IDA surplus revenues.
Pursue state statutes as/if needed.

v Secure State Resources For Disabled Homeless

v Secure State Resources For Prison Inmate Release

v Emphasize the Commitment of Resources For Expiring HUD Multifamily
Inventory

Issue 2: Foster Member Funding Equity And Reliability

v Ensure The Equitable Geographic Allocation of Existing State Housing
Resources Through:

U Ensure the equitable allocation of State Housing Trust Fund (HTF)
resources for the Valley at a level not less than 60% (population based) of
the annual state revenues for all eligible uses authorized under state
statute. If deemed appropriate, pursue a ‘pass through’ allocation of State
HTF resources for the Valley.

Q Foster continuing annual Valley allocations of Low Income Housing Tax
Credits (LIHTC) at levels not less than 60% (population based) of the
annual state total and subject to all local land-use and affordable housing
priorities and policies. If deemed appropriate, consider and pursue
opportunities with the State concerning regional LIHTC sub-allocations
and an increased local role in project processing and project ratings.
Continue the investment of State HOME Resources within the MAG
region at levels proportionate to statewide need.

U Work with the State on a continuing basis to ensure the acquisition and
usage of all state resources are not overly complicated or prescriptive.

v Sustain Continued Local Administration of All Federal and State Rental
Subsidies

v Continue To Foster A Decentralized Affordable Housing Delivery System -
Support sustained decentralization in the allocation and administration of existing
and future federal and state funded affordable housing/community development
program resources and tax credits in the region to address locally identified needs
and priorities. Work with the Federal and State governments to foster the prudent,
‘pass through’ of new, federally funded affordable housing or community
development resources.

v Phoenix/Glendale Neighborhood Revitalization — Encourage cooperative
endeavors to address neighborhood distress evident in the southwest Valley.

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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Issue 3: Foster Affordable Housing Barrier Removal

v Create A Regional Affordable Housing Information and Referral Service.

v Undertake A Jobs/Housing Balance Fiscal Impact Assessment

v Continue to Implement Land-Use Ordinances, Fee Exemptions, Expedited

Development Processing and Aggressive Code Enforcement That Induces

Priority Affordable Housing Production and Neighborhood Revitalization

Consistent With The Objectives of Local Governing Bodies

v Aqgressively Implement The Newly Enacted Arizona Slumlord Statute and

Local Neighborhood Improvement Ordinances

v Commit Surplus Local Public Assets For Priority Affordable Housing

Production

CONSEQUENCES OF INACTION

Inaction in addressing neighborhood revitalization and affordable housing need
produces the following impacts .....

>

The acceleration of urban decay that becomes increasingly costly and difficult to
remedy, and adversely impacts neighborhood by virtue of accelerating crime
rates, unemployment, low wage rates and household income, incidence of non-
conforming land-uses, substandard dwellings/structures and code violations,
poor student test scores and lacking public amenities and social support
services, etc.

A competitive disadvantage in business recruitment, retention and creation at the
regional and local level given an inadequate supply of affordable dwellings and
neighborhood decline.

Major hikes in social service and healthcare costs, as well as the incidence of
homelessness in the Valley.

Increasing transportation and environmental costs to mitigate undue imbalances
in the jobs to housing ratio throughout the Valley.

Increasing challenges to achieve successful downtown redevelopment given the
magnitude of neighborhood decline.

MAG Affordable Housing Study. Prepared by Crystal & Co, Dec, 2001.
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MARICOPA ASSOCIATION OF GOVERNMENTS (MAG) REGIONAL
AFFORDABLE HOUSING ASSESSMENT

1.0 INTRODUCTION
1.1 Purpose

The MAG Regional Affordable Housing Assessment is a component of the Growing Smarter
Implementation (GSI) Project. Selected as a top priority by a MAG Planners Working Group, new
state law (ARS 9-461.05) calls for the preparation of housing and conservation elements by
communities over 50,000 in population. This report offers members a regional perspective on the
status of affordable housing and neighborhood revitalization in Maricopa County and advances a
regional agenda. It focuses on housing and neighborhood revitalization for low-income households,
a large target audience of the new planning statute but not the exclusive one. A companion report
entitled, MAG Housing Working Paper, addresses land use planning mechanisms that can be used
by local governments to promote a balanced supply of all housing types in terms of numbers and
location throughout the region.

1.2 Framework

The need for affordable housing in the Valley is a byproduct of poverty or derived from a break in
the social services ‘safety net’ that is often, but not always, reflected in the market through a
mismatch of housing supply and demand. This report addresses the housing needs of poor people,
defined as households earning no greater than 80% of the county median family income.

The affordable housing story is about the ever-present need to address the root causes of poverty,
revitalize and conserve our neighborhoods, and help those with nowhere else to turn. It's a story
about how helping the less fortunate and strengthening our neighborhoods offers a solid return on
investment to the community at large and ultimately comes back to us all.

The affordable housing industry touches many kinds of people and examples include: battered
women forced out of their homes by domestic violence; female-headed households living in
substandard dwellings on the wages of unskilled service workers; ‘wanna be’ first-time homebuyers
with limited credit and down-payment resources angling for a break; and, homeless persons
sleeping on the streets and decompensating as we speak. Poor people live in bad neighborhoods.
The schools are challenged, the amenities are lacking, the crime is rampant and the code violations
abundant. It's no secret; it's been this way for years.

The core issue in providing housing for low-income people is about money and strategically
investing available resources to elicit desired results. It's about flexible, rew funding for MAG
members to supplement scarce resources, as well as enhancing funding reliability and equity for
members to chart their own course, launch local initiatives and add more local funds to the mix. It's
about preserving the ability of local governments to flexibly implement land use and development
regulations/fees in a way that can stimulate priority affordable housing production and arrest
neighborhood decay, as well as advance community economic development and redevelopment
objectives.

1.3 Organization
The MAG Affordable Housing Assessment marshals current and reliable information on the topic in

a summary fashion. The report addresses prevailing conditions in the Valley and is not intended to
be a detailed research paper.

MAG Affordable Housing Study. Prepared by Crystal & Co, December, 2001.
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Key socio-economic trends affecting affordable housing demand (section one) and supply (section
two) are presented followed by summary findings of affordable housing need, neighborhood
distress and homelessness (section 3). Section 4 of the report embodies an issues assessment of
affordable housing and neighborhood revitalization, summarizing key issues and offering a regional
agenda. Finally, best practices associated with affordable housing and neighborhood revitalization
are provided for informational purposes in the Appendix of the report.

MAG Affordable Housing Study. Prepared by Crystal & Co, December, 2001.
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2.0 DEMAND FACTORS
2.1 Economic Base and Labor Force
Overview

Depicted on Table 1 in Appendix 1, annual average non-farm employment in Maricopa County
was 1.545 million in 2000. Between 1997 to 2000, all sectors grew with the exception of mining.
TCPU and Services grew at annual rates approaching 5.0%, while Construction grew at about
6%/annum given robust residential and commercial/industrial real estate markets. Trade, Fire
and Government employment sectors sustained growth rates of between 1.5 to 3.0% per
annum over the time period. The Manufacturing sector grew very slightly.

Unemployment in 2000 is estimated at levels under 3.5% for all but the 16-19 age categories,
where levels of 7.6% are estimated. Arizona Department of Economic Security (ADES)
employment and labor force estimates by ethnicity for 2000 are roted on Table 2 in the
Appendix indicated the following trends:

m |abor force participation rates for minorities are estimated at about 91% of the Anglo
population, indicating general levels of parity of minority participation in and access to
the regional labor force.

= Unemployment rates for minorities in 2000 are projected at almost twice the level for
non-minorities.

m= Despite higher unemployment rates projected for minorities as whole in 2000, rates in
the County are running at 20-year lows, with the combined unemployment rate for
minorities estimated at 4.02%.

Quality of Jobs Created

Prepared by MAG, the following chart shows the distribution of occupations by average salary in
the Phoenix MSA in 1998, as reported by the US Bureau of Labor Statistics. These are
statistically valid groupings. In 1998, the average salary in the MSA was $29,888. Only 36% of
occupations in Greater Phoenix have wages above the metro average, while 17% earn
less than $16,578 annually.

Jobs by Average Wages, Phoenix MSA

1998
Source: US Bureau of Labor Statistics
690,590
(47%)
338,760
191,960 (23%) 240,590
! 17%
(13%) i
T - . . .

Above $43,402 $29,989-$43-401 $16,577-$29,988 Below $16,578
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Though the Phoenix economy produces more below-average occupations in terms of salaries, this is
not necessarily unique. The next two charts show per capita income — mainly produced by salaried
jobs — in Greater Phoenix and the nation during the 1990’s. For the entire decade, per capita incomes
in Phoenix have been consistently below the nation. The gap has been between $500 to $1,000. The
region improved during the 1990’s since the growth rate of per capita income in Phoenix and the nation
has been nearly identical. In fact, in 1999, both grew exactly 46% over the decade.

Per Capita Personal Income, 1990's Per Capita Income Growth in the 1990s
Phoenix MSA & United States Phoenix MSA & United States
(Source: US Bureau of Economic Analysis) (Source: US Bureau of Economic Analysis)
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Greater Phoenix has a fast-growing economy that matches its population growth, but the economy
produces more below average occupations than above average. This reinforces the need for sustained
affordable housing production. While the region lags the nation in terms of per-capita income, the gap is
beginning to narrow and the region’s rate of personal income growth is more like the rest of the country.
The wage disparity produced by the metro economy is not much different than the nation as a whole.

Spatial Distribution of Employment

According to the ASU Bureau of Business Research, midtown Phoenix and Downtown Phoenix
(including the state capital) formed the primary employment core of Metro Phoenix in 1995. This
primary core had significant employment, high employment density, and an employment-to-
population ratio that was three times the county average. While the primary core made up only
1.0 percent of the MAG planning area it accounted for 11.2 percent of the metro employment
and 3.6 percent of the population. A secondary employment core contiguous to the primary core
stretched southeast from the primary core to Downtown Tempe, extending south in Tempe and
north through Downtown Scottsdale. The only other area meeting the specifications of the
secondary core was the Metrocenter Area of Phoenix, to the northwest of the primary core. The
secondary core had much lower employment density than the primary core, but the density was
high compared to the rest of Metropolitan Phoenix. Employment per 1,000 residents was twice
the county average.

The primary and secondary cores combined (including Metrocenter) accounted for 32 percent of
the metro employment, 13 percent of its population and just 4 percent of the land in MAG’s
planning area. The primary-secondary core was surrounded by a tertiary core and a near-
tertiary area that had above average employment densities and at least average employment-
to-population ratios.

MAG Affordable Housing Study. Prepared by Crystal & Co, December, 2001.
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Indicated on the following Map, general, employment was most concentrated in the center of the
urbanized area and progressively became less dense with distance from the center. The major
employment-poor areas were in south Phoenix west of Central Avenue and south of South
Mountain (the Ahwatukee —Foothills area). In addition, the fringe of the urban area on the west
and north formed a nearly continuous employment-poor area.
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2.2 Population, Household and Job Growth

The population in Maricopa County has risen from 2.55 million in 1995 to 3.07 million persons
by 2000. This represents an annual average increase of about 4.0%. In 2000, annual net in-
migration accounted for over 68% of population growth. This is expected to continue in the near
term. Fueled by net in-migration and rapid employment growth, Maricopa County includes many
of the fastest growing communities in Arizona since 1995, as highlighted below:
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According to MAG projections, rapid population and employment growth is anticipated to be
sustained in Maricopa County, often escalating in the peripheral areas of the region as a result
of the availability and/or price of land and freeway construction offering enhanced accessibility.

The ASU Bureau of Economic Research indicates that despite experiencing an overall decline
in employment between 1990 and 1995, the primary core gained employment in the FIRE,
services and public administration industries at a pace roughly equal to that of the county. With
employment declines in all other industries, the industrial mix in the primary core shifted
considerably. Relative to the entire county, gains in the secondary core were strongest in
wholesale trade and TCPU and weakest in public administration. In the tertiary core, gains were
especially strong in services, which accounted for more than 60 percent of the job growth. Retail
trade job gains were slight. The near-tertiary area had relatively strong gains in construction and
wholesale trade. Manufacturing and TCPU employment decreased. In outlying areas, retail
trade and manufacturing led the growth.

Often comprised of workers in need of affordable housing, the services industry accounted for
nearly one-half of Maricopa County’s job growth between 1990 and 1995. As in all industries,
the numeric and percentage gain was greatest in outlying areas, though the differential was
relatively less in services. By RAZ, the greatest gains in services employment were in Midtown
Phoenix; East Phoenix from Thomas Road to Camelback Road; Central Tempe; and Downtown
and West Tempe. Also an industry characterized by lower wage rates, retail trade provided the
second largest numeric employment increase, though its percent change was only average. The
largest gains were clustered in the Ahwatukee — Foothills, South Tempe, and North Chandler
RAZs and in some RAZs with a major shopping mall. Retail employment declined from Midtown
Phoenix south through South Central Phoenix.

2.3 Net In-Migration and lllegal Immigration

According to the ASU Center For Business Research, net in-migration to Maricopa County
slowed during 2000,with revised estimates of 11,000 per quarter for the first three quarters of
the year, the least since 1992. While housing construction remains strong, rising vacancy rates
point to reduced population growth. The population of Maricopa County rose 18,000 during third
quarter 2000,matching the lowest quarterly rise since 1992. From third quarter 1999 through
third quarter 2000, Maricopa County 's population rose 75,000 (2.6 percent). While net in-
migration was responsible for most of the gain, net natural increase (the difference between
births and deaths) reached an annual level of 30,000 in Maricopa County.

In 1997, the Phoenix-Mesa Metropolitan Area ranked 33rd among metropolitan areas
(compared to a population rank of 14th) in the number of immigrants (just more than 5,000). A
little less than half came from Mexico. Five countries each accounted for between 2 and 5
percent of the total: Canada, the Philippines, China, India and Vietnam.

According to the ASU Center For Business Research, the number of illegal immigrants entering
the United States is unknown. The U.S. Immigration and Naturalization Service (INS) estimated
that 5 million people were residing in the country illegally in October 1996. A little more than half
were from Mexico. Forty percent of the total were living in California, with significant numbers in
Texas, New York, Florida and lllinois. An estimated 115,000 were living in Arizona, 2.3 percent
of the national total. The state ranked seventh.

MAG Affordable Housing Study. Prepared by Crystal & Co, December, 2001.
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These 115,000 people represented 2.5 percent of Arizona ’s residents in 1996. The proportion
was higher in just four states: California, District of Columbia, Texas and New York. Only eight
states had a figure greater than the national average of 1.9 percent.

Arizona, New Mexico and Texas were the only states in which illegal residents were
disproportionately large compared to legal immigration. More than 95 percent of the illegal
entrants (deportable aliens) to the United States that are located by the Border Patrol pass
through the U.S.-Mexico border. The number in the Southwest rose gadually through the
1990s. However, major differences occurred by Border Patrol sector. In 1991, one-half of the
deportable aliens were located in the San Diego sector; this sector ’s share in 1997 was down to
21 percent. The El Paso sector also experienced a sharp drop off, with its share falling from
more than 20 percent to less than 10 percent. In contrast, the Tucson sector ’s share rose from
6 percent in 1991 and 1992 to 20 percent in 1996 and 1997; the numeric gain was from 60,000
to 300,000. Most of the other Border Patrol sectors also had an increasing share. However, the
Yuma sector ’s share held steady at about 2 percent.

2.4 Household Income and Poverty

Median income in 1995 for Maricopa County was $35,600 and is projected to rise to about
$41,000 in CY 2000 based on sustained increases in the Consumer Price Index (CPI). A review
of the 1995 median family income by census tract by political jurisdiction indicated the following
general trends:

» extensive growth in portions of communities like Peoria, Gilbert, Chandler, Scottsdale,
Avondale and Surprise has increased median family income. Such trends are likely to
continue and encompass an increasing number of jurisdictions in the region. Despite
rapid growth and increases in household income, such jurisdictions include specific
neighborhoods comprised of lower income households in distress.

» median family income in the more rural, unincorporated areas (excluding the large
retirement areas of Sun Lakes, Sun City and Sun City West) of Maricopa County
continue to lag their urbanized counterparts. However, such regions are diminishing
as urbanized Maricopa County continues to rapidly expand.

» while experiencing both growth and/or infill, the urbanized regions of Phoenix, Mesa,
Glendale and Tempe have benefited from increases in household income yet are
beset by significant neighborhoods in distress comprised of and lower income
households.

» in some infill regions, the median income in certain census tracts actually declined or
remained the same from 1990 to 1995, evidencing severe neighborhood distress.

A comparison of the distribution of median family income between the 1990 census and the
1995 special census indicated no major percentage change in the proportion of low income
households in Maricopa County, as evidenced below:

v the percentage of households earning less than 30% Median Family Income (MFI)
countywide has dropped from 9.6% in '90 to an estimated 8.7% in '95.

v' the percentage of households earning from 31 to 50% MFI countywide has risen
from 9.9% in '90 to an estimated 11.3% in '95.
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v the percentage of households earning from 51 to 80% MFI countywide has dropped
from 16.6% in '90 to an estimated 15.8% in '95.

v accordingly, the percentage of households earning from 0 to 80% MFI countywide
has remained the same at about 36% in '90 and '95.

Poverty rates are calculated as the percentage of persons living under the poverty level, an
income that varies by household size and is adjusted annually by the inflation rate. According to
ASU, poverty rates of 20 to 39.9 percent are considered to be high, and those of 40 percent or
more are extreme. The national poverty rate was 13.7 percent in 1969, 12.4 percent in 1979
and 13.1 percent in 1989. (Income and poverty in decennial censuses ae reported for the
calendar year prior to the census date.) Thus, the standard break at 20 percent represents a
poverty rate about 50 percent higher than average. Poverty rates in the Phoenix metro area
(11.9 percent in 1969, 10.5 percent in 1979 and 12.3 percent in 1989) have been lower than the
national rate, though the difference narrowed in 1989. Poverty rates in metropolitan areas
generally are lower than those in rural areas. Poverty rates vary with the economic cycle.
Fortunately, 1969, 1979 and 1989 are directly comparable in that each year represents the end
of a period of economic expansion — recessions began in December 1969, January 1980 and
March 1990. Thus, the poverty rate unaffected by the economic cycle fell a little in the 1970s but
increased a little in the 1980s. At the census tract level at which this analysis was done, the
standard error of the poverty rate estimate is quite large.

The geographic extent of high poverty has expanded over time in the Phoenix metropolitan area
at a pace equal to the area’s overall growth. This is indicated below derived from the ASU
Bureau of Business Research.

PERCENTAGE OF THE PHOENIX METROPOLITAN AREA
IN CENSUS TRACTS WITH HHGH POVERTY RATES, 1969-89

Extreme Poverty High Poverty Total
(At Least 40 Percent) (20 to 40 Percent) {20 Percent or Mare)

Humber  Pewsons Tolxd  Muaber  Pevsons Tolrd  Mumber  Pagons  Tolad
of Tracks  in Polarty  Persons of Tracts  in Povarly  Parsons of Tracks i Poverly  Persons

1969 56% 1A%  42% 133%  35% 124% 189%  83% 16T%
1970....... 348 13 29 101 23 84 139 s 13
1989....... 449 17 ir 14.2 KX 13.8 191 85 115

An extensive area of high poverty covers most of Central and South Phoenix. This cluster of
poverty included nearly all of the city of Phoenix south of McDowell Road, and extended north of
McDowell in portions of west and east Phoenix. Several localized clusters of high poverty,
separate from the Central-South Phoenix cluster, were scattered across Maricopa County.
Clusters were found in the downtown portions of Chandler, Glendale 